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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GROVER SELLERS
ATTORNEY GENERAL

Honorabls Bascom Qiles

Commissionsr, Gcneral Land Office
Austin, Texas p-63 qg

Desr Sim gpinion No. 0-6396
Re: ReqQuirements of Ariss
V., A, C. 8., elative 3

alty payments to State on‘i
80ld subjeos ¢
Relinquisimed

Reference is nex
opinion, vhich is as follovwss

poes the reser-
late the pay-
; snd/or gas

dr used on a 100%

agent of the State exoculs
B on the Stats, that provides
of oil or gas that 1is used
on the leass for developmant
loase operations?®

1cle 5368, Vernon's Annotated Civil
Statutes, governa Lhe terms of & lesss on lend sold
subject to the terms of ths Relingquishment Act, It is
provided in Article 5368, in part, as follovsi

"No oil or gna rights ahall be sold
or leasad hereunder for less than ten csnts
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per acre per year plus royaliy. . . and in case of
production shall pay the State the undivided one-

sixteenth of the value of ths oil and gas reserved
herein, and like amounts t0 the owansr of the »eil,"

The Relinquishment Aot vas interpreted by the
Supreme Court in the case of Greene v, Robison, 8 8,W, (2)
455, Section 2 of the Act, vhich relates to your Question
and codified as Article 5348, is interpreted im the court's
opinion on page 650 in this mannert

*Ve interpret the Act o fix s mini-
mam price of 10 cents per acre per annum and
the value of one-sixteenth of the gross pro-
duction free of coat to the State, for whioh
the State 1s villing to sell uhe oll and gas. . ,"

The use of cthe term "cthe value of one-sixteenth
of the gross production free of cost. . " aa ia used in the
cass of Gremns v, Robison, must be given Lhe sams meaning as
the term "free royaltiy” as is used the 1931 Sales Act,
Al‘l’-ﬂ-l:bb"i!lc. V. Ao C. S.

In the case of Vintersan \f Nebonald, lgz 3, V.
(2 1167. Justice Sharp defines the temm
faollova:

“The term ‘'free roJyalty? introduced
into vhis Act must mean that t(he intereat re-
served to the state and minerals produced oa
sochool lands sold under the terms of the Aot
mat not bear any sxpense of the produstion, sale
or delivery thareof,

It is our opinion that your Qquestion has been
ansvered by the Jupreme Court of this Siate, Ve, therefore,
advise you that the statutes relating to this question require
that the State recsive its share of the value of production
on & 100% basis, free from deductions of any kind or use of
any charsctey, 7This i3 trus Vhethey the minsral ressrvation
in the lease be the minimum of 1/16th required by lav or for
a larger amount reserved by the surface ovier as sgent of iLhe
State, It follovws that the surface owvner &3 agent of the
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State n: not enter 1nto & leass contracy providing for the
payment of the State's interest ia produstion OR SOy other

basis,
Yours very truly
ATTORNEY @ OF TEXAS /’/
By Jack ¥, Rowland
Aasisuant
JYR1 BT
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